THISISTHE ADOPTED RULE AND MAY BE USED TO DETERMINE TAX LIABILITY AND OR
EXEMPTIONSUNTIL SUCH TIME ASTHE CODIFIED VERSION ISAVAILABLE FROM THE CODE
REVISER'SOFFICE.

AMENDATORY  SECTION (Anending WSR 00-19-012, filed 9/7/00,
ef fective 10/ 8/00)

WAC 458-57-035 Washi ngton estate tax return to be fil ed--
Penalty for late filing--Interest on |ate paynments--Wiver or

cancel | ation of penal ty--Application of paynent . (1)
| nt roducti on. This rule discusses the due date for filing of
Washington's estate tax return and paynent of the tax due. It

explains that a penalty is inposed on the taxes due with the
state return when the return is not filed on or before the due
date, and that interest is inposed when the tax due is not paid
by the due date. The rule also discusses the Ilimted
circunstances under which the law allows the departnent of
revenue to cancel or waive the penalty, and the procedure for
requesting that cancellation or waiver. The Washington State
Estate and Transfer Tax Return and the instructions for
conpleting return can be found on the departnment's website at
http://ww.dor.wa.gov/ under the heading titled forns. The
return and instructions can also be obtained by calling the
estate tax section at 360-753-5547 or 360-753-7518 or by witing
to the foll owi ng address:

State of Washi ngt on

Depart nent of Revenue

Speci al Prograns Divi sion

P. O. Box 448

O ynpia, WA 98507-0448

(2) Filing the state return--Paynment of the tax due. The
Washi ngton estate tax return (state return) referred to in RCW
83.100. 050 and a copy of the federal estate tax return (federa
return), if one nust be filed ((oenr—or—before—thedate—that—the

| i | )), is due nine nonths
from the date of the decedent's death. The tax due with the
state return nust be paid on or before the due date ((that—the
federal estate tax—isrequiredto-bepaid)).

(a) Section 6075 of the 2001 Internal Revenue Code (IRC)
requires that the federal return be filed within nine nonths
after the date of the decedent's death. In the case of any
estate for which a federal return nust be filed under the
current IRC a state return nust be filed with the Wshington
state departnment of revenue (departnent) on or before the date
on which the federal return is required to be filed. (This may
include a federally granted extension of tinme for filing. See
subsection (2)(b).)

(b) Extensions to file or extensions for paynent of tax for
estates that nust file a federal estate tax return.
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(i) Section 6081 of the 2001 IRC permts the granting of a
reasonable extension of time for filing the federal return,
generally not to exceed six nonths from the original due date
If a federal extension of the tinme to file is granted, the
personal representative is required to file a true copy of that
extension with the departnment on or before the original due
date, or wthin thirty days of the issuance of the federal
ext ensi on, whichever is |ater. RCW 83. 100. 050( 2) . If the
personal representative fails to do so, the departnent nmay
require the personal representative to file the state return on
the date that the federal return would have been due had the
federal extension not been granted.

((&»)) (ii) When the personal representative obtains an
extension of tinme for paynment of the federal tax, or elects to
pay that tax in installnents, the personal representative my
choose to pay the state estate tax over the sane tine period and
in the sane manner as the federal tax. The personal
representative is required to file a true copy of that extension
with the departnent on or before the original due date, or
within thirty days of the issuance of the federal extension,
whi chever is later. RCW 83.100. 060(2). If the personal
representative fails to do so, the departnent may require the
personal representative to pay the state tax on the date that
the federal tax would have been due had the federal extension
not been grant ed.

(c) Extensions to file for estates that are not required to

file a federal estate tax return. For those estates that are
not required to file a federal return, the personal
representative nmmy request a one-tinme autonatic six-nonth
extension to file. The request nust be in witing and
acknowl edge that interest will begin to accrue fromthe origina
due date of the state return. The witten request for the

extension nust be nade prior to the date the state return is
due.

(d) Extension to pay tax owed for estates that are not
required to file a federal estate tax return. For those estates
that are not required to file a federal return, the persona
representative may request an extension of tine for paying the
tax owed when paynent of the tax would cause an undue hardship
upon the estate or for a paynent plan for closely held
busi nesses. The granting of an extension of tine to pay the tax
owed or for a paynent plan for closely held business wll not
operate to prevent the running of interest. RCWZ83.100.070.

(i) Hardship extensions to pay.

(A) In any case in which the departnent finds that paynent,
on the due date prescribed, or any part of a deficiency would
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i npose undue hardshi p upon the estate, the departnment may extend
the tine for paynent for a period or periods not to exceed one
year for any one period and for all periods not to exceed four
years fromthe original due date of paynent.

(B) The extension wll not be granted upon a general
statenent of hardship. The term "undue hardship" neans nore
than an inconvenience to the estate. It nust appear that a
substantial financial loss, for exanple, due to the sale of
property at a sacrifice price, will result to the estate from
maki ng paynment of the tax owed at the date paynent is due. |If a
mar ket exists, a sale of property at the current narket price is
not ordinarily considered as resulting in an undue hardship. No
extension will be granted if the deficiency is due to negligence
or intentional disregard of rules and regulations or to fraud
with intent to evade the tax.

(C) An application for such an extension nmust be in witing
and nust contain, or be supported by, information in a witten
statenment declaring that it is nmade under penalties of perjury
showi ng the undue hardship that would result to the estate if
the extension were refused. The application, wth the
supporting infornmation, nust be filed with the departnment. \Wen
received, it will be examned, and, if possible, within thirty
days will be denied, granted, or tentatively granted subject to
certain conditions of which the personal representative will be
notified. The departnent will not consider an application for
such an extension unless it is applied for on or before the due
date for paynent. If the personal representative desires to
obtain an additional extension, it nust be applied for on or
before the date of the expiration of the previ ous extension.

(D) The anpbunt of tax owed for which an extension 1is
granted, along with interest as determined by RCW 83.100.070,

shall be paid on or before the expiration of the period of
extension without the necessity of notice and demand from the
depart nent .

(i1) Paynment plans for closely held businesses. The
departnment will abide by the provisions of section 6166 of the

2001 IRC for the granting of paynent plans for closely held
busi nesses.

(e) The departnment shall issue a release when Washington's
estate tax has been paid. Upon issuance of a release, all
property subject to the tax shall be free of any claim for the
tax by the state. RCW 83.100. 080.

(3) The late filing penalty. If the state return is not
filed by the due date, or any extension of the state return's
due date, the person required to file the ((federal)) return may
be subject to a late filing penalty.
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(a) When does the penalty apply? This penalty applies if
the person required to file the ((federal)) return has not
tinely filed the state return with the departnent prior to being
notified by the departnment, in witing, of the necessity to file
the state return. The |ate paynment penalty is equal to five
percent of the tax due for each nonth during which the state
return has not been filed, not to exceed the |esser of twenty-
five percent of the tax or one thousand five hundred dollars.
RCwW 83. 100. 070.

((2r)) (b) How is the penalty conputed? The penalty is
t he equivalent of five percent for each nonth, but is accrued on
a daily basis for those periods less than a nonth. For any
portion of a nonth, it is calculated by taking the five percent
monthly rate and dividing it by the nunmber of days from the
beginning of the nonth through the date the return is filed
including the filing date.

For exanple, assune a state return is due on February 3rd
but is not filed until April 20th of the sanme year. The state
return is delinquent starting wth February 4th. The anmount of
tax due with the state return is $10, 000.

(i) The penalty should be conputed as foll ows:

Feb 4-Mar 3 $10,000 tax at 5% per month $500.00

Mar 4-Apr 3 $10,000 tax at 5% per month $500.00
Apr 4-Apr 20 $10,000 tax at .1667% x 17 days $283.39

Total delinquent penalty due on April $1,283.39
20th filing date

(i) In this exanple, the first two calendar nonths are
conplete and incur the full five percent penalty. The | ast
portion of a nonth is a total of seventeen days, including both
April 4th and April 20th. Since April has thirty days total
the five percent nonthly rate is divided by the thirty days in
April to arrive at a daily rate of .001667 (or.1667 percent).
The daily rate is then nultiplied by the seventeen days of
penalty accrual to arrive at the total percentage of penalty due
for that portion of a nonth (.001667 x 17 days = .028339 or
2.8339 percent).

((eb}—+i—a—}ede#aL—e*Lens}e&—eL—%he—dHe—da%e—#s-+equ§speér
the penalty provided for late filing of the state return wll be
. j ; .

Enﬁese? H—the—state ”eguln HS ';ledlélte' the—aue—aate—ana—the

(4) Interest is inposed on |late paynent. The departnent is
required by law to inpose interest on the tax due with the state
return if paynent of the tax is not nmade on or before the due
dat e. RCW 83. 100. 070. Interest applies to the delingquent tax
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only, and is calculated from the due date until the date of
paynent . Interest inposed for periods after Decenber 31, 1996,
wll be conputed at the annual variable interest rate described
in RCW 82.32.050(2). Interest inposed for periods prior to
January 1, 1997, will be conputed at the rate of twelve percent
per annum

(5) Waiver or cancellation of penalties. RCW 83. 100. 070( 3)
aut horizes the departnent to waive or cancel the penalty for
late filing of the state return under limted circunstances.

(a) Cdaimng the waiver. A request for a waiver or
cancel l ation of penalties should contain all pertinent facts and
be acconpanied by such proof as may be avail abl e. The request
must be nmade in the form of a letter and submtted to the
departnent's special prograns division. The person responsible
bears the burden of establishing that the circunstances were
beyond the responsible person's control and directly caused the
late filing. The departrment will cancel or waive the late
filing penalty inposed on the state return when the delinquent
filing is the result of circunstances beyond the control of the
person responsible for filing of the state return. The person
responsible for filing the state return is the sane person who
is responsible for filing the federal return.

(b) G rcunstances eligible for waiver. 1In order to qualify
for a waiver of penalty the circunstances beyond the control of
the person responsible for filing the state return nust directly
cause the late filing of the return. These circunstances are
generally inmrediate, wunexpected, or in the nature of an
ener gency. Such circunstances result in the person responsible
not having reasonable time or opportunity to obtain an extension
of their due date (see subsection (2)(b)) or to otherwise tinely
file the state return. Circunst ances beyond the control of the
responsi bl e person include, but are not necessarily limted to,
the foll ow ng:

(i) The delinquency was caused by the death or serious
illness of the person responsible for filing the state return or
a nmenber of the responsible person's imediate famly. |n order
to qualify for penalty waiver, the death or serious illness nust
directly prevent the person responsible from having reasonable
time or opportunity to arrange for tinmely filing of the state
return. Generally, the death or serious illness nust have
occurred within sixty days prior to the due date, provided that
a valid state return is filed within sixty days of the due date.

(i1i) The delinquency was caused by an unexpected and
unavoi dabl e absence of the person responsible. Generally, this
absence nust be wthin sixty days prior to the due date,
provided that a valid state return is filed within sixty days of
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the due date. "Unavoi dabl e absence of the person responsible”
does not include absences because of business trips, vacations,
personnel turnover, or personnel term nations.

(tii) The delinquency was caused by the destruction by fire
or other casualty of estate records necessary for conpletion of
the state return.

(tv) An estate tax return was tinely filed, but was filed
incorrectly with another state due to an issue of the decedent's
domi ci |l e.

(v) A Washington estate tax return was properly prepared
and tinmely filed, but was sent to the location for filing of the
federal estate tax return.

(6) Waiver or cancellation of interest. Title 83 RCW
(Estate Taxation) does not provide any circunmstances that allow
for waiver of the interest, even though penalty may be waived
under limted circunstances (see subsection (5)).

(7) Application of paynment towards liability. The
departnment will apply taxpayer paynents first to interest, next
to penalties, and then to the tax, wthout regard to any
direction of the taxpayer.
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